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BULGARIA: KEY ECONOMIC INDICATORS 


Plan Indicators (Percentage Growth): 


1984 Plan 


National Income 7 
Industrial Output 5 
Agricultural output 4 
Real Income 4 
Labor Productivity 4 


Economic Performance ( In Billions of Leva, Unless Otherwise 
Indicated) 


1981 1982 1983 


National Product 62.4 66.5 NA 
National Income 21.9 23.6 
Population (Millions) 8.91 8.95 
Per Capita Income (léva) 2,458 


Capital Investment 7.8 8.0 
-Industry Share 41.5% NA 
-Agriculture Share 12.4% 


Retail Sales 2.7 
Labor Force (Millions) 4.05 


Foreign Trade: 
Total Exports 9.86 
-Socialist 6.81 
-Non-Socialist 3.05 


Total Imports 9.96 
-Socialist 7 sok 
-Non-Socialist 2.45 


Balance - 0.10 
-Socialist - 0.70 
-Non-Socialist 0.60 

Foreign Visitors (Millions) 6.05 


Official Exchange Rate: 
US $1.00 = 0.93 
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PART A — CURRENT ECONOMIC SITUATION AND TRENDS 


The Bulgarian economy continued to exhibit stable, but sluggish 
development during 1983, despite a poor crop year. National in- 
come growth decreased by one percentage point to three percent 
due to negative growth of seven percent in agricultural output. 


Industrial Performance: Industrial production increased 4.6 
percent, the same rate as in 1982, but below the planned 4.8 
percent growth. Nonetheless, the gradual slowdown in growth of 
recent years was halted. Most of the increase in output was 
attributable to labor productivity gains of five percent. The 
leading industrial sector was metal engineering which improved 
its growth rate to 11.7 percent. Energy output was up 4.9 per- 
cent, a decrease in comparison to 1982. Light industry increas- 
ed 2.2 percent, also below 1982 growth rates. The metallurgical 
and chemical sectors experienced some recovery in their growth 
rates, which rose to 3.4 and 5.8 percent respectively. Produc- 
tion of electricity rose 5.4 percent while the output of coal 
was only slightly higher than 1982's 42.4 million metric tons. 
Cement production was also stagnant in 1983. 


Agriculture: Farm output fell seven percent in 1983 due to a 
17 percent drop in crop production caused by prolonged drought 
that was interrupted by periodic flooding. Output of animal 
products rose three percent, compensating somewhat for the crop 
losses, which were most severe in the winter grain crops. The 
country was coming off an excellent harvest in 1982 and had 
sufficient stocks and foreign exchange earnings to weather the 
shortfalls. However, negative effects were reflected in redu- 
ced livestock levels and in foreign exchange earnings. The 
outlook for 1984 is better with water levels almost normal, al- 
though spring flooding may cause some grain losses. 


Social Policy: Real income was reported to have increased by 
2.8 percent in 1983 as monthly industrial wages reached 202 le- 
va. This was slightly below planned levels. The slow rate of 
population growth is of constant concern to the Government. The 
net increase was only 20,000 persons, raising the population to 
8,949,000. New measures were announced in April 1984 that in- 
creased financial benefits for having children. Because of the 
slow rate of population growth, living standards showed more 
improvement in 1983. The per capita share of public spending 
rose 3.6 percent, retail turnover increased 3.8 percent to 13.8 
billion leva and the consumption of a range of food products 
rose satisfactorily. 
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Investment Policy: The reported increase in public investment was 14 
percent to around eight billion leva, well above the target fig- 
ure of 7.54 billion leva. However the sectoral increase for 
industry was only 10 percent and fell to 72 percent of all in- 
vestment. Construction increased by 3.5 percent to 3.8 billion 
leva, and seven billion leva of projects came on stream during 

1983. Problems continue in managing the amount of uncompleted 
construction, which has plagued the country's capital investment 
policy in recent years. Policy directives were issued in con- 
nection with recent changes in the New Economic Mechanism (NEM) 
which seek to eliminate the causes of slow completion of con- 
struction projects. 


Foreign Trade: The rate of increase in trade slowed somewhat 

to 8.3 percent, which was still twice that of the growth in na- 
tional income. The 1.89 billion increase in overall trade 

was due to the 1.88 billion increase in trade with the Soviet 
Union alone. Overall trade of 23.7 billion leva surpassed to- 
tal national income for the first time. The trade deficit nar- 
rowed to an insignificant 30 million leva. The country's bi- 
lateral deficit with the USSR was reduced to 310 million leva as 
the Soviet share of trade grew from 54 to 57 percent. Overall 
the country reported an 832 million leva surplus in trade with 
non-socialist countries, mainly in trade with Libya and Iraq. 
Bulgaria had a smaller 450 million leva trade deficit with the 
West, but at the cost of reduced imports, down, for the second 
year in a row, by 11.1 percent. Major Western suppliers are: 
West Germany (459 million leva); Austria (196 million leva); 


Switzerland (175 million leva); Italy (107 million leva); U.K. 
(105 million leva); and Japan (101 million leva); 


U.S. exports to Bulgaria in 1983 declined for the second year to 
$65.4 million, a decrease of 39 percent. Agriculture products 
accounted for the bulk of U.S. sales and were valued at $37 mil- 
lion in 1983. Major export items were: yellow corn ($13.8 mil- 
lion); tobacco ($11.3 million); concentrated superphosphate 
($10.6); and soybean oil cake ($8.6 million). Bulgarian sales 
rose 31 percent to $32.8 million, and were 93 percent concentra- 
ted in agricultural commodities. Major products were tobacco 
($25.8 million), cheese ($2.2 million), and wine ($1.1 million). 


President Zhivkov publicly acknowledged last year that some of 
the country's decline in its terms of trade was due to low qua- 
lity of production. Forty-eight percent of exports are concen- 
trated in machinery and equipment, which are price and quality 
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sensitive. The next most important export category was food 
products, 16 percent of all exports. In import categories, 
fuels and raw materials (46 percent) and machinery and equipment 
(34 percent) were the major items. 


Bulgaria does not publish statistics on either ruble or hard 
currency foreign debt. Western economic research institutes es- 
timate that net hard currency debt fell from a high of $3.7 bil- 
lion in 1980 to a manageable $1.5 billion in 1983. Ruble debt 
is more difficult to estimate but is assumed to be substantial 
based on regular, large bilateral trade deficits with the Soviet 
Union incurred in recent years. Western bankers rate Bulgaria 
as a good credit risk within the East European context, due to 
the country's conservative financial policies and substantial 
Soviet economic support. 


Outlook for 1984 


The primary task confronting economic planners in 1984 and be- 
yond is to restructure the economic mechanism by which the 
economy is managed. A major emphasis has been placed over the 
last year on stimulating industrial output. National income is 
planned to grow 3.8 percent during 1984, the fourth year of the 
present five year plan. Overall growth will be led by a five 
percent increase in industrial output, and a three percent in- 
crease in agricultural production. As the workforce will not 
increase significantly, the government must rely on labor pro- 
ductivity gains and capital investment to spur economic growth. 
Metal engineering and chemical industry sectors are expected to 
lead all sectors with increases in output of 10.2 and 8.9 per- 
cent respectively. 


Agriculture will also contribute to the planned rebound in 
growth, which will not be difficult if weather continues to fa- 
vor a recovery from 1983's disappointing results. Overall out- 
put is planned to grow by 3.1 percent and should easily be 
acheived. Government planners would like to see the losses of 
1983 be made up over the next two years, a task which may be be- 
yond the control of the authorities if the weather does not co- 
operate. The success of this sector plays a decisive role not 


just in domestic living standards but in foreign exchange earn- 
ings. 


Investment: Several major investment projects remain for the 
final 18 months of the current five year plan: the Radomir- 

Pernik heavy machine-building projects; the Rakovski and Ruse 
steel mills; and the Burgas Metallurgical Complex, the first 
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unit of which will enter into operation during 1985. Facilities 
are still contemplated in the chemical sector for the production 
of sulphuric acid, ammonia, fertilizers, synthetic resins, adhe- 
hesives and plastics. Development continues at various petro- 
chemical plants in Burgas, Dimitrovgrad and Vratsa. High prio- 
rity is also given to industrial robots and computer periphe- 
rals. 


The Minister of Energy and Resources, Todor Bozhinov, said in 
April 1984 that the main task of the ferrous metallurgy sector 
is to increase the output of high quality and speciality steel. 
This is foreseen through the introduction of hydro-metallurgical 
technologies, as well as absorption, extraction and membrane 
processes. In the non-ferrous sector, domestic resources of 
zinc, lead, palladium, tellurium, cobalt and nickel will be de- 
veloped using new techniques. Non-metallic materials such as 
quartz and kaolin are also to be developed. Further in the fu- 
ture will be the prospecting and development of manganese and 
vanadium magnetites. 


Due to its dual importance in the country's external accounts 
and for continued economic growth, energy development is a ma- 
jor priority both for this and the next five year plan. One- 
third of domestic electrical generation is from the 1,760mW nuc- 
lear power center at Kozlodui. Additional capacity of 2,000mW 
is under construction or in the design stage. Early in 1984, 
Bulgaria signed a contract with the USSR for the construction 

of a second nuclear power center at Belene which will have 4,000 
mW of generation capacity. By 1995, 40 percent of electrical 
power will come from nuclear plants. 


At present, Bulgaria gets 90 percent of its crude oil from the 

USSR. It is unlikely that the quantity of Soviet oil imported 

will increase. Thus additional growth in energy imported from 

the USSR will be in the form of natural gas and steaming coal. 

Development of hydroelectric resources is not a priority due to 
limited unexploited potential. 


Despite its ambitious nuclear energy program, Bulgaria produces 
only 25 percent of its energy needs. Planners will have to 
consider developing the extensive hard coal deposits of the 
Dobrudja region, which are estimated to be 1.2 billion metric 
tons, as an alternative to increased energy imports. Develop- 
ment plans to date have stalled due to the formidable technical 
obstacles involved (deposits lie between depths of 1,375 to 
1,950 meters in water bearing strata) and high investment re- 
quired for risky returns. 





Economic Reform 


Attention has been turned to improving the "New Economic Mecha- 
nism" (NEM). Introduced to the economy as a whole in 1982, the 
NEM was intended to foster controlled decentralization of econo- 
mic management. Enterprises were expected to operate profitably 
under a system of reduced, and more flexible central plan tar- 
gets. Seemingly, the complex NEM legislation combined with in- 
grained managerial conservatism to prevent the anticipated ex- 
pansion of economic activity. 


A series of adjustments have been developed during the past six 
months and are meant to deal with the aspects of the NEM that are per- 
ceived to be not working or abused. The adjustments are aimed 

at improving quality, reducing enterprise payrolls, tying mana- 
gerial and worker pay more closely to plan fulfillment, and curb- 
ing imports while encouraging exports. A whole series of mea- 
sures were enacted to correct the ailing capital investment and 
construction process. 


Ministerial organizational changes were directed at rationali- 
zing major industrial sectors and saw the combining of the 

Energy and Metallurgy and Mining Ministries into one Ministry. 
The Light Industry and Domestic Trade and Service Ministries 
were also combined into one Ministry of Production and Trade of 
Consumer Goods. Completing the shifts, an influential party 
and government figure, Ognyan Doynov, was named to the post of 
Minister of Machine-Building. In agriculture, management links 


between the Agro-industrial Complexes and work brigades (the ba- 


sic labor unit) were strengthened by eliminating intermediate 
layers. 


The NEM reforms and organizational changes were capped in March 
1984 by a National Party Conference which produced a long-term 
program for improving the quality of production. This was com- 
plemented by an April decree establishing new social policy mea- 
sures ostensibly aimed at improving living standards. 


PART B -— IMPLICATIONS FOR THE UNITED STATES 


Trade patterns with the United States have been influenced by 

the preponderance of agricultural commodities in our bilateral 
trade and by a number of political and economic factors. We 
anticipate that the decline in U.S. exports will cease this year, 
as Bulgaria requires U.S. grain supplies in addition to a nun- 
ber of manufactured products. However, the continued lack of 
Most Favored Nation status prevents EXIM or CCC financing, gi- 
ving an advantage to European competitors who enjoy official 
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export credits. Nonetheless, opportunities exist here for the 
cautious exporter who is familiar with East European market 
conditions and investment priorities. The Bulgarian Government 
has identified chemicals, agriculture, food-processing and con- 
sumer goods as appropriate areas of cooperation. U.S. firms 
have developed fruitful relationships in these areas. In addi- 
tion licensable high technology products that will allow Bul- 
garia to modernize and increase industrial efficiency have good 
possiblities. One must be careful in negotiating payment 
terms. Although Bulgaria enjoys a substantial hard currency 
trade surplus, it periodically experiences cash flow problems 
which in turn cause delayed payments to suppliers. Other prob- 
lems arise from the new environment established by the NEM in 
which individual enteprises have their own import plans and 
must have their own hard currency resources. A quirk in local 
procedures makes issuance of an import license and currency al- 
location separate steps. A signed contract and valid import li- 
cense do not guarantee Foreign Trade Bank approval of payment. 
Delays can be prevented through careful attention to contract 
and Letter of Credit provisions. Verbal agreements should be 
avoided. 


Countertrade pressure has grown over the last year and can range 
from zero to 100 percent of the value of the import contract. 
No fixed rules are known to exist setting countertrade quotas. 


Economic Cooperation: Government Decree 535 of March 1980 es- 
tablished relatively liberal rules for joint ventures, which 
permit unlimited foreign participation for operations in Bulga- 
ria or in third countries. Details are available from the Bul- 
garian Chamber of Commerce. So far, the joint ventures estab- 
lished are meant initially to promote sales and service of goods 
imported from the Western partner. One joint venture is engaged 
in local manufacturing. Expectations that the ventures could be 
used as a vehicle for penetrating CEMA markets have not proved 


realistic due to provisions on hard-currency profit repatria- 
tion. 


A new initiative was undertaken in April 1984 to sponsor a Bul- 
garian-U.S. Business Roundtable to re-initiate a forum for dia- 
log between American companies and Bulgarian officials and en- 
terprises. Interest in the event has been very encouraging. 
For the remainder of 1984, official U.S. export promotion will 
be focused on the Plovdiv Fall Fair, September 24 through 
October 1, 1984, which features industrial goods. The Fair is 
unique opportunity for suppliers to meet end-users and develop 
important personal relations. 


® U.S. GOVERNMENT PRINTING OFFICE: 1984-421-007:644 
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